The present article seeks to analyze the legacy and its persistence over time in terms of financing and operational policies and financial performance, of companies invested by Private Equity and Venture Capital funds (PE/VC). The PE/VC industry is characterized by the function of identifying companies with large return potentials and that grow arithmetically -due to capital constraints -to provide adequate and necessary sources of capital and experience for exponential growth. In this study, we used four measures that relate to companies' financial policies and their persistence over time: i) cash & equivalents; ii) leverage; iii) Return on Assets (ROA); and iv) sales growth. The results suggest that PE / VC invested companies imply higher levels of cash & equivalents and are associated with a lower level of leverage during the first 5 years after the IPO. In addition, companies financed by PE/VC funds show higher profitability and higher sales growth compared to non-invested companies in the short term, i.e., in the first 3 years after the IPO.
INTRODUCTION
Venture capital funds, commonly known as Venture Capital and Private Equity (PE/VC), seek emerging companies that have competitive advantages and are inserted in fast-growing markets. The function of these funds is precisely to identify companies that grow arithmetically -due to capital constraints -to provide adequate and necessary sources of capital and experience for the exponential growth of these companies. PE/VC funds represent a viable alternative to traditional financing, because they are financial agents well adapted to mitigate the characteristic risks associated with the companies that invest. In addition, PE/VC funds adopt differentiated governance and monitoring practices (SAHLMAN, 1990) .
The development of the PE/VC industry began in the United States, in which companies such as Microsoft, Compaq, Apple, Sun, Amazon, Lotus, Cisco, Staples, Federal Express and Netscape were invested by PE/VC funds and formed completely new industrial segments. When
LITERATURE REVIEW AND HYPOTHESES DEVELOP-MENT
The Private Equity and Venture Capital industry provides capital for companies with high return potential. From the perspective of the authors Gompers and Lerner (2001) , to understand the PE/VC industry, it is paramount to understand the entire risk cycle, in which it consists basically of four phases: raising funds, investment, monitoring and output. The cycle begins with the survey of the risk fund, the prospection and selection of the proposals through analysis of the projects. In the monitoring phase, it is verified whether the expected results are being achieved; there is also added value as a consequence of shared management. The cycle ends when PE/VC funds are able to return capital to shareholders by exit mechanisms, and it is renewed when those funds raise additional resources to be reinvested.
Often, the Initial Public Offerings (IPO) is not exclusively the output of the investor of PE/ VC from investees, but rather a mechanism for obtaining funds to finance its expansion. Venture capital investors keep their shares for years after the IPO (BARRY et al., 1990) . Therefore, PE/VC investors have incentives to put in place governance systems to preserve the value of their investment.
There is a broad theoretical field that suggests that the PE/VC industry contributes significantly to the success of start-up companies. PE/VC funds are typically active investors who try to add value through their participation in business management. In addition, the skills of PE/VC funds in tracking and monitoring investees can help in the operational performance of these companies (BARRY et al., 1990) . Brav and Gompers (1997) state three reasons why PE/VC funded enterprises in the IPO period may differ from non-funded firms. Firstly, PE/VC funds implement a management structure that assists in the operational performance of companies. In addition, they can use their knowledge in the industry to improve the company's operations, providing valuable information on capital increase. Secondly, PE/VC funds may affect who owns the shares of companies after the IPO. Large investors will acquire shares of companies due to PE/VC funds having contacts with large investment banks. These relationships can lead to future relationships after the IPO. Finally, PE/VC funds hold positions in the board of directors of start-ups and maintain them even after the IPO. The advantage is that these advisors have experiences that can improve the management of these companies, in addition to facilitating the financing.
PE/VC funds play separate roles in companies. They are direct funders and monitor business operations indirectly (PHILIPS, 1991) . In addition, they are often considered strategic investors, and their involvement with corporate strategies is a key value-added activity for these companies (FRIED; BRUTON; HISRICH, 1998).
Overall, PE/VC funds are looking for risky young companies with high growth potential, in which they have high expectations of production of innovative products and services. Thus, these funds tend to make their investments at an early stage of business development, when the prospect of success is far from being achieved. PE/VC funds therefore play an influential and relevant role in the strategic evolution of the investees and in their investment and financing decisions. Therefore, companies financed by PE/VC may be more likely to issue shares than debt, since there would be more sources of capital & equivalents. Consequently, they would have lower levels of leverage compared to companies not financed by PE/VC.
Life cycle theories provide theoretical background to investigate the relationship between PE/VC involvement and the level of cash & equivalents after the IPO. The life cycle theory suggests that dividends are usually paid by mature, established and profitable firms with low growth prospects, while the retention of profits is chosen by younger, high-growth companies with large investment opportunities and limited resources (DEANGELO et al, 2006) . Thus, according to the life cycle theory, companies financed by PE/VC, typically young and with high-growth (LERNER, 1994) , are more likely to maintain higher cash levels after the IPO. Kaplan and Stromberg (2003) evince that venture capital investors impose complex control rights when investing in a company, and put in place strong mechanisms of governance and monitoring. Hellmann and Puri (2002) emphasize that the investments of PE/VC are related to several measures of professionalization, such as the adoption of a stock option program and the reformulation of human resources policies. The authors also note that start-up companies invested by PE/VC replace the founder of the company more quickly and more frequently by an external Chief Executive Officer.
In Brazil, Siqueira, Carvalho and Netto (2011) investigate the determinants of the success of PE/VC investments, using data from the period from 1999 to 2007. The authors emphasize that the factors influencing the performance of investment vehicles are: volume of capital committed, number of investments made, existence of co-investments, foreign origin and experience of the management organization, focus on private equity firms, intensity of contact between managers and portfolio companies and the number of seats on boards of directors of companies invested by fund manager. Therefore, the success of PE/VC investments depends on the characteristics of the funds, how the investments are structured and the management style of the investments. Minardi, Kanitz and Bassani (2014) investigate the Brazilian performance of private equity and venture capital between 1990 and 2013. The authors conclude that, although Brazilian PE and VC industries are young, players are slow to mature, with 72% of companies operating for 5 years or more. The industry has performed well over the last 20 years, compensating for international Limited Partnerships (LPs) to invest in Brazil. In addition, Brazilian PE/VC funds outpaced US funds between 1990 and 2008. Therefore, international investors were remunerated for assuming the country risk in Brazil. The authors emphasize that there are three explanations for this good performance: i) the Brazilian economic boom between 2004 and 2012; ii) the limited competition for business in Brazil at that time; and iii) the fact that PE/VC managers in Brazil are becoming more experienced, leading the company to better performance.
Lastly, Carvalho, Pinheiro and Sampaio (2015) analyzed the role of VCs in terms of corporate financial policy and the persistence of (fixed effects of the company) companies invested by PE/VC over time. The main conclusion was that the origin of a joint venture leads to similarities in company policies over a period of time after the IPO. Companies invested by PE/VC choose a different set of policies from companies not invested by PE/VC. The authors found evidence that companies invested by PE/VC imply a higher level of cash reserves than non-invested companies. This effect is permanent for at least 8 years after the IPO. In addition, the authors showed that PE/VC invested companies are associated with lower level of leverage and interest coverage during the first 8 years after IPO.
Hypotheses
Companies that distribute much of their income in the form of dividends are less likely to accumulate cash on their balance sheets, or they feel obliged to spend on marginal acquisitions or investments. Jain, Shekhar and Torbey (2009) show that companies invested by PE/VC are young and growing companies, so these companies tend to distribute less dividends from their earnings.
In addition, as funders, PE/VC often oversee managerial decisions (CARPENTER et al., 2003; VAN DER BERGHE and LEVRAU, 2002) . The hypothesis of alignment of interests suggests that the existence of large shareholders improves the protection of minority shareholders, leading to a positive effect of the presence of PE/VC on cash & equivalents. Chen and Chuang (2009) emphasized the relationship between Venture Capitalists (VCs) and the impact on cash & equivalents. According to the authors, the hypothesis of alignment of interest suggests that shareholders are more likely to accept large cash reserves to finance new investment projects.
In the case of the Brazilian capital market, the obligation to distribute dividends is provided for in articles 202 to 205 of the Law 6,404 of 1976, known as public companies law (ARAÚJO, 1996) . In accordance with the provisions of Article 202, such companies must distribute at least 25% of adjusted net income, when the status of the corporation is omitted. However, there may be situations where the statute establishes values below this threshold 1 , which in practice causes a permutative set about how Brazilian companies will pay dividends to their shareholders. In this context, the presence of risk investors may have a positive effect on cash & equivalents of investees in the years preceding the IPO as such investors taking advantage of Article 202 of the (S.A) Corporation Law, can reduce the percentage of dividends paid resulting in greater retention of cash and cash & equivalents. Given this context, the first hypothesis can be formulated as follows:
Hypothesis 1: Companies financed by PE/VC have higher levels of cash & equivalents after the IPO compared to those not financed by PE/VC.
The second objective of the article is to analyze how the presence of PE/VC funds affects the financial structure of the company in the coming years after the IPO. These funds can play an important role in the transmission of the intrinsic value of the companies invested to the financial market, thereby reducing the degree of information asymmetry. The reduction of information asymmetry, in turn, may influence various aspects of the company's financial policy (see, for example, Myers and Majluf (1984) ). Singularly, this implies that companies financed by PE/VC may be more likely to issue shares (since they are more likely to get a fair price for their stock), so they will have lower levels of leverage. Thus, if PE/VC funds are able to prove the intrinsic value of invested companies and thus reduce the degree of information asymmetry, the companies financed by PE/VC will be associated with lower leverage ratios. Therefore, we formulate the second hypothesis as follows:
Hypothesis 2: Companies financed by PE/VC have lower leverage levels after the IPO compared to those not financed by PE/VC.
With regard to the ROA variable, Morsfield and Tan (2006) argue that companies invested by PE/VC funds tend to have on average, better performance in their investments when compared to those not invested by PE/VC. Therefore, we formulate the third hypothesis as follows:
Hypothesis 3: Companies financed by PE/VC show higher levels of profitability after the IPO compared to those not financed by PE/VC.
Finally, another way of measuring the operational performance of companies is through their sales performance. Regarding the variable sales growth, Puri and Zarutskie (2012) report that PE/VC-funded firms grow faster in terms of sales than non-funded firms do. This result is persistent mainly in the early years, before the stabilization of growth.
The studies conducted by Paglia and Harjoto (2014) also show that companies financed by PE/VC have a positive impact on sales growth. The authors state that this result persists for three consecutive years after the start of the investments made by the PE/VC funds. Additionally, Chemmanur et al. (2011) show that the total efficiency gains generated by PE/VC come mainly from a high sales growth in the years following the receipt of venture capital. Therefore, we can formulate the fourth hypothesis as follows:
Hypothesis 4: Companies financed by PE/VC show higher levels of sales growth after the IPO compared to those not financed by PE/VC.
METHODOLOGY
In the present study, we used four measures for the company's financial policy: i) cash & equivalents; ii) leverage; iii) Return on Assets (ROA); and iv) sales growth. These measures are based on Cronqvist, Low and Nilsson (2009) .
The hypothesis of the proposed study refers to the difference between companies financed by PE/VC and not financed by PE/VC in terms of financial policy and its persistence. The equation that tests the four hypotheses can be defined as follows:
Where: Dependent i : are the four dependent variables: i) cash & equivalents; ii) leverage; iii) ROA; and iv) sales growth;
x' i,t : is a vector of predetermined characteristics of company i in the year t: Fixed Assets, technology dummy, IFRS dummy, earnings management, book value of assets, and sales growth. In situations in which one of these characteristics becomes a dependent variable, therefore, we do not insert it as an independent term.
We estimate the regressions specified in model 1 using Pooled OLS with sector dummy. We also used robust standard errors following White (1980) and cluster by industry.
Database And Sample
The sample is composed of accounting and market data of the companies listed on the São Paulo Stock Exchange, BM&FBovespa (Bovespa). We explain the formation of each variable in Table 1 . We obtained the data by means of a Bloomberg, L.P terminal, in which they are in real values of 2017, adjusted for accumulated period-to-period inflation using the broad IPCA. The period of IPOs, initially raised, was from January 2000 to December 2017, with annual data. As the study analyzes up to 5 years after the IPO, the cutoff period was 2012 so that we were able to analyze the years following the issuing of shares.
The sample consists of 150 companies, divided by 40 invested companies and 110 invested by PE/VC. In addition, it is composed only of companies that presented data for the 5 years of analysis of this article.
Private Equity and Venture Capital (PE/VC) It is the dummy variable that takes value one for companies financed by PE/VC, and zero otherwise;
Cash & Equivalents
It is defined as cash and short-term investments divided by the book value of the assets; Leverage
It is defined as the sum of short and long-term debt divided by the book value of assets; ROA It is the return on assets of the companies between the years t -1 and t, calculated as the ratio of net income to total assets; Sales Growth
It is the variation in net operating income of companies between the years t -1 and t, divided by net operating revenue in the year t -1;
Fixed Assets
It is the natural logarithm of fixed assets (in millions of reais -BRL);
Earnings Management
They are the discretionary accumulations calculated using the modified Jones model defined by Dechow, Sloan and Sweeney (1995) ; Book Value of Assets (Size)
It is the natural logarithm of total assets (in millions of reais -BRL); Technology Sector Industry dummy as defined by Loughran and Ritter (2002) ;
IFRS Dummy
It is the dummy variable that takes value one for the year 2008 onwards, and zero otherwise; Industry Industry Dummies based on 2-Digit SIC; τ t Time dummies (year). The information that part of these companies had in their shareholding bases PE and/ or VC funds, was done through the manual survey of stock issue prospectuses, disclosed during the IPO's. Table 2 presents the descriptive statistics for the variables that characterize the heterogeneity of the companies. Initially, we can verify that for these variables, the invested companies by PE/VC and the non-invested ones are very different. In terms of cash & equivalents, for the PE/VC sample, the mean is 0.48 MM BRL one year after the IPO, while for the non-PE/VC sample it is 0.33 MM BRL. This difference persists for five years after the IPO, where the mean for PE/VC is 0.78 MM BRL and 0.42 MM BRL for non PE/VC. The values reported in this table are the means of each of the variables. In parentheses are the standard deviations. All accounting data is in real values for 2017, that is, they were adjusted for accumulated inflation from period to period using the broad IPCA index. In addition, the review period is from January 2000 We can observe the same pattern for other variables, such as ROA and sales growth. However, for sales growth, the difference decreases over time and reverts 4 years after the IPO.
Regarding the level of leverage, invested and non-invested companies by PE/VC are also different. For the PE/VC sample, the mean for leverage is 14% one year after the IPO, whereas for the non-PE/VC sample, it is 42.0%. This difference is persistent in the 5 years after the IPO. Similarly, we can observe a similar pattern for other variables such as fixed assets, size and companies in the technology sector.
The persistence of these differences can be understood, in parts, as a legacy (fixed effect) that PE/VC funds leave in invested companies. Cronqvist, Low and Nilsson (2009) evidence that the financing and investment policies of companies are persistent over time. In the same direction, we can observe in these results that the legacy of PE/VC funds tends to remain in invested companies even 5 years after the IPO.
RESULTS
In this section we present the results obtained with the estimations of the statistical models respectively oriented by the establishment of the hypotheses in section 3.
Cash & Equivalents
In general, cash & equivalents result from prudential reasons or limited access to external financing. In this article, we analyzed the factors that condition companies' cash and cash & equivalents, and its persistence over time for companies financed and not financed by PE/VC. Table 3 shows the results obtained. The companies invested by PE/VC, imply higher levels of cash, over the first five years after the IPO. In terms of company characteristics, large companies in terms of total assets and with higher fixed assets, implies higher levels of cash & equivalents.
The dependent variable is cash & equivalents from year 1 to year 5 after the IPO. The robust t (or z) statistics on heteroscedasticity by White's (1980) Table 3 . Cash & Equivalents *, ** and *** denotes significance at levels of 10%, 5% and 1% (for two-tailed tests), respectively.
The results we found are consistent with Chen and Chuang (2009) , which highlight the relationship between the Venture Capitalists (VCs) and their positive impact on cash and cash & equivalents. In addition, the results are also in line with Carvalho, Pinheiro and Sampaio (2015) , that even by analyzing US companies, also found high levels of cash & equivalents for companies financed by PE/VC. These results persist for at least 8 years after the IPO.
The higher level of cash & equivalents of the companies invested by PE/VC may be related to the fact that these companies finance part of their growth with liquidity. As they have a significant need for working capital due to rapid growth that they present; therefore, higher cash levels can finance their operating activities without the need to resort to borrowing repeatedly. Table 4 suggests that PE/VC invested companies are associated with a lower level of leverage during the first 5 years after the IPO.
Leverage
The dependent variable is the leverage of year 1 to year 5 after the IPO. The robust t (or z) statistics on heteroscedasticity by White's (1980) Table 4 . Leverage *, ** and *** denotes significance at levels of 10%, 5% and 1% (for two-tailed tests), respectively.
In terms of company characteristics, larger companies in terms of total assets imply higher levels of leverage in the first five years after the IPO. Companies with a higher level of fixed assets have higher levels of leverage in the medium term, that is, from the third to the fifth year after the IPO.
These results are consistent with Myers and Majluf (1984) , which show that the reduction of information asymmetry, can influence various aspects of the company's financial policy. Since PE/VC funds play an important role in transmitting the intrinsic value of invested companies to the financial market, they tend to reduce the degree of information asymmetry. In addition, companies financed by PE/VC may be more likely to issue shares, since the exit of these funds is in part via IPO. Carvalho et al. (2013) show that 25% of exits from PE/VC funds between 2004 and 2009 were through IPO. Carvalho, Pinheiro and Sampaio (2015) also found evidence that US companies funded by PE/VC are associated with a lower level of leverage for at least 8 years after the IPO.
The lower level of leverage of the companies invested by PE/VC in Brazil may be related to economic aspects. One aspect of the Brazilian economy that inhibits investments in private equity is the low availability of credit and the reduced possibility of leverage. Private equity funds in the US, especially those specializing in Leverage Buy Outs, work with high leverage ratios that can reach 4 USD in debt for every dollar invested (SCHIFRIN, 1998) . In Brazil, the scarce availability of resources and the cost of credit operations imply a reduced participation of debt in the capital structure of companies in which PE/VC funds invest.
Roa
Companies invested by PE/VC funds are younger and have significant growth potential. Table 5 shows that these companies are more profitable compared to companies not invested by PE/VC, in the first 3 years after the IPO. In terms of characteristics of the company, companies with higher sales growth, tend to present a higher level of profitability -measured by ROA.
The dependent variable is ROA from year 1 to year 5 after the IPO. The robust t (or z) statistics on heteroscedasticity by White's (1980) Table 5 . ROA *, ** and *** denotes significance at levels of 10%, 5% and 1% (for two-tailed tests), respectively.
This result is consistent with Morsfield and Tan (2006) , in which they argue that companies selected for investments in PE/VC funds may have, on average, better performance than the rest.
Caselli (2009) analyzed 804 investments made by 87 channels of Investments of 58 PE/ VC Management Organizations in Italy in the period of 1999 -2005 and divested not before 2007. The results found indicated an average IRR of 33.17% in their study and point out that the highest returns are obtained through the Buyouts stage. The investment in PE/ VC surpassed the stock market (17.95%) -in that sample period of poor performance of the stock market -at almost double the profitability and returned four times the government bonds -2 years government bonds. The author also concluded that the IRR is driven by sales growth, return on assets (ROA) and return on equity (ROE).
The higher levels of return on assets of companies invested by PE/VC may be related to the fact that these funds participate actively in the management of these companies. In general, PE/VC funds have seats on boards of directors and are also active managers in the operations of investees. The objective of the active participation of these funds is to improve the operational efficiency and the management of these companies.
Sales Growth
Similar to the results found for the ROA variable, the variable sales growth indicates that companies invested by PE/VC funds present superior performance to those not invested in the short term. In other words, in the first 3 years after the IPO, these companies have a higher level of sales compared to those that did not receive PE/VC investments.
The companies invested by PE/VC are companies that are in the stage of expansion; therefore, they tend to present higher rates of sales growth. The growth of investees can take place in two different ways: i) through organic growth, mainly related to the expansion of its revenues; ii) through acquisitions and mergers. It is important to note that both forms of growth tend to have an impact on the sales levels of investees, which due to the stage of expansion, seek to increase their market share.
The results are consistent with Puri and Zarutskie (2012) , in which they report that companies financed by PE/VC, grow faster in terms of sales compared to non-financed companies. This result is persistent especially in the early years, before stabilization of growth. Paglia and Harjoto (2014) also show that PE/VC financed companies have a positive impact on sales growth. The authors state that this result persists for three consecutive years after funding. The results were also consistent with Chemmanur et al. (2011) , which show a positive relationship between the companies invested by PE/VC and sales growth.
Robustness
The purpose of this study is to analyze the relationship between financial policies and operational performance between companies financed and non-financed by PE/VC, and its The dependent variable is the Sales Growth of year 1 to year 5 after the IPO. The robust t (or z) statistics on heteroscedasticity by White's (1980) Table 6 . Sales Growth *, ** and *** denotes significance at levels of 10%, 5% and 1% (for two-tailed tests), respectively. persistence over time. In an ideal experiment, it would be possible to observe the financial policy of companies financed by PE/VC and the financial policy that these same companies would experience if the capital contribution of PE/VC funds was not received. This would allow us to make causal inferences about the effect of the capital contribution of PE/VC funds on the financial policy of companies. Unfortunately, given the non-experimental nature of the data, what is really possible to observe is the financial policy of the companies financed and non-financed by PE/VC. In this case, the problem is that the PE/VC investment is not distributed randomly, introducing a selection bias, which can generate complications in cases of inferences.
To reduce this bias, we used a methodology similar to Lee and Wahal (2004) , in which it endogenizes the receipt of capital contribution by PE/VC funds and does not impose linearity and even restrictions in the functional form. In this sense, each company financed by PE/VC must be combined with one or more companies not financed by PE/VC considering the same two-digit SIC code and that are similar in relation to company size, measured by total assets. In addressing this issue of endogeneity, caused by the selection effect that may exist when choosing the investments of PE/VC funds, we can observe that the results are similar to the results presented in this study. Table 7 presents the results for the difference in financial policies and operational performance of companies financed and not financed by PE/VC. Each funded company was combined with one or more non-funded companies using the Propensity Matching Score (PMS). The estimators, in this structure, establish a comparison between companies financed and not financed by PE/VC that are similar in terms of observable characteristics, such as industry and size. We performed the PMS considering all companies invested by PE/ VC, where for each of them we use as counterfactual, being a single non-invested company, following Almeida et al. (2011) . We also followed the recommendation by Roberts and Whited (2013) , for which we applied the substitution of the correspondence procedure. After the correspondence procedure, there were 40 invested companies and 40 control companies (not invested by PE/VC)".
For each IPO of a company invested by PE/VC a matching was made with one or more IPOs of companies not invested by PE/VC using 2-Digits SIC and size based on the total value of the assets as an instrumental variable in each matching . Table 7 . Univariate analysis using Propensity Matching Score *, ** and *** denotes significance at levels of 10%, 5% and 1% (for two-tailed tests), respectively.
CONCLUSION
In this article, we analyze the role of PE/VC funds in terms of the financial policy of companies and their persistence (fixed effects of these companies) over time. To perform this analysis, we used four variables to measure the operational and financial performance of these companies. In terms of capital structure, we used the variable of leverage and cash & equivalents. In terms of operational performance, we used the variable of return on assets, as measured by ROA, and sales growth, as measured by the variation in net revenues of the companies analyzed.
The main conclusion is that the common origin of a company leads to similarities in its financing policies and financial performance even in a medium period, in this case, 5 years after the IPO. The results indicated that companies that received capital contributions from PE/VC chose a different set of policies than those not financed.
In addition, companies financed by PE/VC imply a higher level of cash and cash & equivalents in relation to non-financed ones. This effect is permanent for at least 5 years after the IPO. We also emphasize that companies financed by PE/VC are associated with a lower level of leverage in the first 5 years after the IPO. In terms of profitability, the results indicated that these companies perform better, as measured by ROA, in the first 3 years after the IPO. These companies also presented a superior result when considering sales growth as a variable of operational performance.
In order to reduce the recurring problem of selection bias that occurs in studies related to PE/VC investments, this study used a similar methodology to Lee and Wahal (2004) . The results found based on the model of Propensity Score Matching were similar to those already found in the multivariate regressions. These results gave more robustness to the evidence found in this study. However, it is important to emphasize that this method does not eliminate the endogeneity problem that exists in the investments made by PE/VC funds. Therefore, the results presented are indicative of the relationships between these financial variables and the investments made by the PE/VC funds. For a better understanding of these effects, future studies are needed.
